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frica, in particular the sub-Saharan 
Africa (SSA), is a region with 
significant problems on the one A
hand and great opportunities on the other. It 
has had a difficult past and some of its 
development challenges still remain. 
Generally, the level of poverty across the 
countries of the region remains quite high; 
human development is low; and inclusive 
growth has been limited. The region faces an 
enormous infrastructure gap, while the 
investment climate and regulatory 
environment are just emerging in global 
context. There are still weaknesses in 
governance and institutional capacity.
Despite the continent’s realities, however, 
significant differences exist among 
individual nations, especially for those that 
h a v e  s e i z e d  t h e  o p p o r t u n i t y  a n d  
implemented comprehensive reforms, and 
are now harvesting better results. These 
reformist economies have made sure that 
transition and progress on the continent is 
factual and becoming well established. In 
the past decade, real economic growth in the 
region has averaged 5 to 7 percent per year, 
and consistently above the world average. 
Some of the fastest-growing countries in the 
world have been from sub-Saharan Africa, 
with five SSA countries outgrowing China 
and 22 outgrowing India in recent years. 
Africa is the home of 10 percent of the 
world's oil reserves, 40 percent of its gold 
and more than 80 percent of strategic 
minerals such as chromium and platinum. 
And that is only part of the narrative of 
Africa’s great opportunities, as natural 
resources, and the related government 
spending, have generated about 32 percent 
of the continent’s GDP growth in recent 
years. The remaining two-thirds of GDP 
growth have come from other sectors, 
i n c l u d i n g  t r a n s p o r t a t i o n ,  
telecommunications and manufacturing. 
Hence, commodities, while important for 
the region, have not been the only source of 
sustained growth: working-age population 
is  growing,  urbanization is  rising,  
technological advances are emerging in 
many layers of the economy, labour 
productivity has increased, investment has 
outpaced aid with increased interest in the 
Economic lever
r e g i o n ,  w h i l e  m a c r o e c o n o m i c  a n d  
structural policy implementation and 
institutional capacity have improved. 
Sustained growth in sub-Saharan Africa has 
led in part to financial deepening, while 
financial sector development has also 
played a significant supporting role in the 
growth process.
The future, therefore, has never looked 
brighter for Africa, in particular the SSA 
region. Many of its economies have been 
expanding at annual rates of 6% and more, 
led by oil-rich Angola and Ghana, who have 
reported compounded GDP growth of nearly 
10% over the past five years. Concurrently, 
there has been a rapid increase in available 
credit; meanwhile, bank profitability across 
Africa has remained strong, thanks in part 
to increased regulatory capital ratios 
introduced before and in the aftermath of 
the global financial crisis. 
Nevertheless, access to finance in the region 
is still among the lowest in the world, which 
restrains the region from achieving its full 
growth potential. As stated earlier, its 
financial sector is still emerging with much 
of its banking systems characterized by 
s m a l l  b a n k s  a n d  l o w  f i n a n c i a l  
intermediation.
Consequently, a few African sizeable 
banks with aspirations of becoming 
important regional players are scrambling 
to plant their flags throughout the region, 
eager to cash in on an economic boom 
sweeping the continent from Lagos in 
Nigeria to Cape Town in South Africa. 
According to the International Monetary 
Fund (IMF), through the rapid expansion of 
pan-African banks (PABs) in recent years, at 
least seven of these major banks have 
established a presence in no less than ten 
African countries,  including thre e 
headquartered in Morocco, two in Togo, one 
in Nigeria and another in South Africa. 
Other PAB representatives from Kenya, 
Nigeria and South Africa are also regionally 
present in at least five countries. In all, these 
PABs have now a systemic presence in 
around 36 countries in the continent, being 
overall much more important in Africa than 
the long-established European and 
American banks.
Furthermore, facilitating African trade in 
everything from copper and electronics to 
telecom equipment and wholesale goods is 
no longer a natural fit only for the 
continent's biggest banks, but for PABs as 
well. The PAB expansion comes at an 
opportune time, as Africa’s economy has 
been revving up to new highs on account of 
global demand growth for commodities – 
from China especially – and the upward 
swings in commodity prices.
One of the key reasons these banks are 
becoming quite successful and important in 
the African continent is that they target 
market segments out of the purview of those 
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global banks that have a foothold in the 
region.  In addition,  they focus on 
understanding neighbouring cultures and 
needs, something foreign banks often 
overlook. Bigger foreign banks are losing the 
national share in the face of younger banks 
being more aggressive and versatile. 
Attijariwafa Bank, the leading bank in 
Morocco and part of King Mohammed VI's 
holding company, the Société Nationale 
d'Investissement (SNI), is a good example. 
The bank was established through a merger 
between Banque Commerciale du Maroc and 
W a f a b a n k .  I t  b e n e f i t s  f r o m  t h e  
commonality of the French language, which 
was introduced in the region more than 100 
years ago when France controlled West 
Africa.
Much like Attijariwafa, the PABs have 
expanded mainly through subsidiaries, via 
the acquisition of other existing banks. Only 
few PABs have used greenfield investments. 
The expansion process of the PABs often 
relies on what the banking industry calls 
subsidiarization, or what the media and 
public often refers to as a "breaking up of the 
banks," which is an attempt to minimize and 
appease regulators of the risks of contagion. 
This is particularly true given the relatively 
high risks associated with banking activity 
in the continent.
In tandem with their fast growth, an 
important contribution of pan-African 
players is in regional and international 
cross-border trade. Their ability to provide a 
singular transactional platform for 
multinational companies across the 
continent makes it much easier to manage 
payments and cash balances across borders, 
fostering ever-increasing competitive 
advantage while acting as an important 
business differentiator.
The Lome, Togo-headquartered Ecobank 
is a leading example, now operating in 32 
countries – more than any other pan-
African lender. With the acquisition of 
Nigeria's Oceanic Bank, and the Trust Bank 
of Ghana, Ecobank actually gave its 
continental expansion a lift by jumping 
from being Nigeria's 14th largest lender by 
assets, to 5th, positioning it to become one of 
the top-three banks in Africa's biggest 
economy. By the same token, the Trust Bank 
acquisition made Ecobank Ghana's biggest 
lender. 
While the growth of PABs offers a number 
of opportunities and benefits, the expansion 
of these banks also reflects the overall 
increase in economic integration within 
Africa. Such growth is contributing to 
‘Subsidiarization’
improved competition, supportive of 
financial inclusion, and is also giving rise to 
greater economies of scale. Furthermore, 
PABs have been filling the recent gap left by 
European banks and are becoming the lead 
arrangers of syndicated loans.
The United Bank for Africa (UBA), based in 
Nigeria, is an example of a key orchestrator 
of syndicated loans. The bank operates in 
nearly 20 African countries, including 
Kenya and Mozambique. Its primary 
motivation for pan-African expansion has 
been to diversify beyond Nigeria's oil-
dependent economy. UBA's medium-term 
Managing revenue shocks
goal is to have its foreign subsidiaries 
account for half of its assets, compared with 
slightly more than 15% today, thereby 
building insurance against precipitous 
shocks in domestic revenues caused by a 
drop in the price of oil, which has happened 
in the past few months.
Another example is Standard Bank of 
South Africa (SBSA), which is probably the 
first African bank to actively pursue a pan-
regional growth strategy. Morocco's 
Attijariwafa Bank is making sure SBSA is not 
alone, as it has also been growing 
aggressively throughout West and Central 
Africa, choosing to diversify outside its 
borders mainly owing to the financial crisis 
in the Eurozone, which is Morocco's key 
UBA House, Lagos: Corporate Headquarters of United Bank for Africa 
export market. Attijariwafa is taking 
advantage of low banking penetration in 
retail and wholesale lending as a key 
business driver, with a significant chunk of 
its business strategy being aimed at 
reaching the continent's unbanked masses. 
Its strategy also entails partnering with 
small and medium enterprises (SMEs) to 
finance trade, and underwriting large-scale 
development and infrastructure projects. 
For instance, Attijariwafa has financed an 
international airport in Mali, a major 
mining project in Gabon and highways in 
Senegal. In all, the bank has a goal to grow its 
footprint from 12 to 20 countries by the end 
of this year, partly by adding all members of 
the Economic Community of West African 
States (ECOWAS) into the banking mix. 
While there are clearly a number of great 
news surrounding the expansion of PABs in 
Africa, it concerns me, however, that such 
rapid expansion throughout the African 
continent poses oversight challenges that if 
unaddressed, may increase systemic risks. I 
can easily surmise that the supervisory 
capacity for all this expansion is already 
constrained and under-resourced in most of 
Africa. In addition, as already pointed out by 
the IMF, PABs expansion, while very good for 
the continent, raises the importance of 
transparency and disclosure,  good 
governance, strong prudential oversight, 
and a legal and regulatory framework that is 
able to support effective and comprehensive 
supervision and crisis management. This is 
Assortment of risks
particularly true in the countries that are 
homes to major PABs. Progress is being 
made in most areas but efforts to 
strengthen oversight, in some cases, need 
to be intensified.
Governance challenges, which, for 
instance, the IMF recently said exist within 
the Ecobank group, must be addressed if the 
PABs are to emerge as strong institutions 
supporting the African economy. Bank 
holding companies should be concerned 
with the fitness and propriety of owners 
and shareholders, which typically tend not 
to be fully assessed, while ownership 
structures in some cases are still very 
opaque. Disclosure in Africa is also less 
extensive than elsewhere, and the lack of a 
single accounting standard across the 
continent makes assessment of the banks’ 
overall situation difficult to determine, not 
to mention the fact that in many countries, 
conduct-of-business oversight is only now 
emerging.
Even more urgent is the lack of 
regulatory oversight of bank holding 
companies and their supervision on a 
consolidated basis. The strategy of 
requiring separate capitalization of 
subsidiaries to reduce the extent of possible 
contagion is good, but it does not eliminate 
the risk. Bank subsidiaries can still be 
exposed to their parents or to other banks, 
or nonbanks subsidiaries within the same 
group. Furthermore, difficulties in a bank’s 
operations in one country can very well lead 
to complications for the group as a whole, 
particularly if governance is a concern. 
Conclusion
In conclusion, while cross-border banking 
creates significant benefits, it also is 
associated with challenges, which need to be 
considered. Greater integration has many 
benefits, but interconnectedness means that 
countries are more exposed to spillovers from 
c r o s s - b o r d e r  s h o c k s .  I n  f a c t ,  t h i s  
interconnectedness is one of the major 
challenges faced by the Eurozone banks today; 
despite the fact that most of European banks 
have made relatively similar progress in 
implementing the Basel III framework. 
Conversely, African jurisdictions are still at 
varying stages of implementing the several 
Basel capital standards. 
I t  i s ,  t h e r e f o r e ,  v e r y  i m p o r t a n t  
internationally accepted banking supervision 
standards be implemented for cross-border 
integration in Africa. In addition, regulators 
must set the improvements of financial sector 
disclosure and governance practices as a 
priority. Without it, appropriate and effective 
supervision of the banking segment will be 
near to impossible. The global financial crisis 
has thought us the cost of not having an 
effective cross-border operational framework, 
and how difficult it is to implement. Unless a 
resolution process is developed, supervision of 
PABs, in my opinion, will be of limited success. 
It will be up to Africa’s financial sector to drive 
the necessary reforms discussed here and, 
hopefully boost Africa’s PAB opportunities
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Greater integration has 
many benefits, but 
interconnectedness means 
that countries are more 
exposed to spillovers from 
cross-border shocks. In fact, 
this interconnectedness is 
one of the major challenges 
faced by the Eurozone banks 
today; despite the fact that 
most of European banks 
have made relatively similar 
progress in implementing 
the Basel III framework. 
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